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NOTICE 


The Corporation Journal as usual will not be published in July and August. 
The September number will contain all matter collected since the date of this issue. 


DOMESTIC CORPORATIONS 
ALABAMA. 


POWERS OF DIRECTORS. By-laws enacted by the stockholders created 
the offices of president, vice-president and cashier. No such office as assistant 
cashier was created or established. Hence the directors had no power to appoint 
an assistant cashier and the one attempted to be so appointed was not even a de 
facto officer. There can be no de facto officer, unless there is a corresponding 
office in existence. Kramer v. State, 75 So. 185. 


CALIFORNIA. 


* FEATURES OF THE CALIFORNIA CORPORATION LAWS. Shares 
without par value may be provided for; stockholders are liable for debts of the 
corporation in proportion to their holdings even after their stock has been paid 
in full; all meetings of stockholders and directors must be held in the state; a 
majority of the directors must be residents of California; the corporate existence is 
limited to fifty (50) years and cannot be extended; power to hold stock in other 
companies is doubtful; minute book and stock books must be kept open to the 
inspection of stockholders and creditors; any officer who wilfully makes a report, 
publishes notice or certificate or entry in the books which is false in any material 
respect is liable for all damages resulting therefrom. 
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COST OF ORGANIZATION IS AS FOLLOWS: 


Fees to Secretary of State: 
If the capital is not more than 


$500,000 to $1,000,000 
On each additional $500,000 
License tax for balance of calendar year prorated by months, including the 
month charter is filed, based on the authorized capital stock. 
When capital stock does not exceed $10,000 
Over $10,000 but not over 
“ 20,000 ‘“ “ “ 
50,000 
100,000 
250,000 
500,000 
1,000,000 
3,000,000 
5,000,000 
7,500,000 


Recording (20c. per folio) usually 
Issuing articles‘of incorporation 
Certified copy 


Fees to County Clerk: 


Filing and indexing articles of incorporation 
Stock and transfer book (required by law) 


TAXATION. Tax on the general corporate franchise is at the rate of 1 2/10% 
on the actual cash value of the franchise on the first Monday of March of each year. 


PROCEDURE FOR INCORPORATING. Three copies of articles of incorpora- 
tion are prepared, the original copy being signed by three incorporators, a majority 
of whom must be residents of California. The original copy of these articles is filed 
in the office of the Clerk of the County where the corporation is to have its principal 
place of business. The second copy is certified by the Clerk and is sent to the 
Secretary of State and retained by him. The third copy is certified by the Secre- 
tary of State and returned to be filed in the County where the original is filed. The 
Secretary of State issues a certificate of incorporation which is retained by the 
corporation. The articles of incorporation contain the name of the corporation; 
the purpose for which it is formed; the place where its principal business is 
transacted; the term for which it is to exist, not exceeding fifty (50) years; the 
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number of its directors and the names and residences of those who were appointed 
for the first year; the amount of its capital stock and the number of shares into 
which it is divided (provision may be made for the classification of the capital 
stock into preferred and common); the amount of stock actually subscribed and by 
whom. There is no minimum limit to amount of stock to be subscribed, but enough 
shares should be subscribed to qualify the first board of directors. After the certi- 
ficate is secured, the first meeting of incorporators and the first directors’ meetings 
are held. 


WHAT THE CORPORATION TRUST COMPANY DOES to assist attor- 
neys in the incorporation and subsequent statutory maintenance of a California 
corporation is briefly as follows: 

At the time of incorporation it ascertains, upon request, if the name can be used, 
and furnishes the attorney with a complete set of forms for reference, copies of 
articles of association which have been approved, files and records the articles of 
incorporation and assists the attorney in every way possible in the organization. 

It will draft and submit the articles of incorporation, by-laws and incorporators’ 
minutes and upon approval by the attorney will furnish complete facilities for 
incorporation, attend to the filing of the papers, the holding of the necessary meetings 
and return the records completed in minute book form. 

Attorneys wishing to keep complete control and supervision over the organization 
of California corporations have found it extremely convenient and expedient to use 
the local office of The Corporation Trust Company and the services of its repre- 
sentative in California. 

Subsequent to incorporation The Corporation Trust Company furnishes a 
statutory office and agent in the state upon whom service of process may be had, 
acts as custodian of stock record books, furnishes rooms for holding stockholders’ 
meetings or holds same by proxy, gives timely notice for filing state reports and tax 
returns, and keeps counsel informed of changes in statutes affecting the corporate 
status. 

For foreign corporations entering California, The Corporation Trust Company 
drafts for approval and submits to attorneys all documents necessary to secure 
authority to do business in the State. It files the necessary papers and supplies 
the agent for service of process. After qualification it continues to supply the 
agent for service of process, notifies the attorney of all State reports and taxes to be 
paid, and forwards blanks for reports and tax assessments. 

An estimate of charges can be secured at our nearest office. 


SHARES WITHOUT PAR VALUE. In chapter 701, Laws of 1917, Cali- 
fornia has authorized the issue of shares without a nominal or par value, This 
law follows the general plan of the New York non-par value law. 


TRANSFER OF CAPITAL ASSETS TO STOCKHOLDERS. The Stewart 
Hotel Company was operating the Hotel Jefferson at a large profit. Believing it 
could extend its hotel business profitably by operating the Hotel Stewart. it leased 
that hotel from the owners, the Stewarts, and proceeded to equip it at a cost of over 
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$106,000. It opened the Hotel Stewart in November, 1907, and operated it about 
five months at a loss of over $8,000. In April, 1908, it was indebted about $90,000 
for furnishings and one of its largest creditors was threatening suit. . Efforts to 
obtain further extensions of credit or loan from banks had failed. The corpora- 
tion also owed the Stewarts one month’s rent and $2,000 on a promissory note. 
Under these circumstances the Stewarts took over the lease and assumed the above 
liabilities and surrendered to the corporation 2,000 shares df its stock. Did this 
transfer of the lease to stockholders constitute a violation of section 309 of the 
Civil Code, which declares that directors shall not divide, withdraw, or pay to the 
stockholders any part of the capital stock? A State District Court of Appeals holds 
that it does not. In the Court’s opinion the facts furnish an exception to the general 
rule prescribed by the statute. Stewart v. Stewart Hotel Co., 164 Pac. 620. 


INDIANA. 


CORPORATE SIGNATURE. A deed reciting that it is made by the Rushville 
Milling Company and signed “Owen L. Carr, President” is the deed of the cor- 
poration. Though the form “Rushville Milling Company by Owen L. Carr, Presi- 
dent’”’ would be both logically and technically correct, it is not exclusively so. 


Bickart v. Henry, 116 N. E. 15. 


AUTHORITY OF PRESIDENT. The president of a corporation by virtue 
of his office merely is not authorized or does not have the power to execute a deed 
in its behalf conveying its real estate, but in the absence of evidence to the con- 
trary it will be presumed that where he has signed a deed he was specially author- 
ized to execute it. Bickart v. Henry, 116 N. E. 15. 


LOUISIANA. 


PROVISION FOR PRIVILEGE OF OTHER STOCKHOLDERS TO PUR- 
CHASE STOCK. The charter and stock certificates of the Caddo Rock Drill 
Bit Co. contained the following provision: 

“No stock of this corporation shall be sold by any holder thereof, in open market 
except after ten days’ prior notice of intention to sell has been given the company, 
during which time the other stockholders shall have the privilege of purchasing the 
same; and this clause shall be printed on the face of each certificate of stock issued 
by the company.” 

Of this the Supreme Court of Louisiana says: ‘Assuming that the clause in 
the charter of the corporation requiring that ten days’ prior notice be given to the 
secretary of the intention of a stockholder to sell his stock, as a valid restriction 
on the negotiability of the instrument, and that it was binding upon the transferee, 
its only effect was to preserve to the other stockholders the privilege of purchasing 
the stock at any time during a period of ten days. That was the purpose expressed 
in the restriction printed on the certificate. It did not and could not have the effect 
of rendering the stock inalienable, or of rendering a sale of it, without the prior 


notice of the intention to sell, absolutely void.” State v. Caddo Rock Drill Bit Co. 
75 So. 78. 
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MONTANA. 


SALE OF ENTIRE ASSETS. Sections 4409-4412 Revised Codes, which 
authorize the sale of the entire assets of a Montana corporation upon consent of 
the holders of not less than two-thirds of the outstanding capital stock and which 
provide a method of valuation and compulsory purchase from non-assenting share- 
holders are not unconstitutional as depriving non-assenting minority holders of 
their property without due process of law. Wall v. Parrot Silver & Copper Co. 
(U. S. Supreme Court, No. 271, Oct. Term, 1916.) 


NEW JERSEY 


STOCKHOLDERS’ LIABILITY MUST BE ASCERTAINED IN COR- 
PORATION’S DOMICILE BEFORE ENFORCEABLE IN NEW JERSEY. 
In McDermott, Recr., v. Woodhouse, Jr., (not yet reported) the N. J. Court of 
Errors and Appeals holds that no suit can be maintained against a stockholder of 
an insolvent New York corporation to establish a stockholders’ liability for stock 
issued for property purchased, as is said, at a gross over-valuation, until the amount 
of the stockholders’ liability has been ascertained by proceedings in New York. 
When that liability has been ascertained it must be enforced in a court of law unless 
some element of equity jurisdiction appears. (Barkalow v. Totten, 53 N. J. Eq. 
573; Hood v. McNaughton, 54 N. J. Law 425). 


NEW YORK. 


ACTION TO COMPEL DECLARATION OF DIVIDEND. A contract signed 
by all the stockholders recited that each was desirous of securing the stock of the 
other in case of his death, and provided that upon the death within five years of any 
party. to the agreement his capital stock of the par value of $8,000 should become 
the absolute property of the other parties, the certificate, however, to be retained 
by the personal representative of the deceased as collateral security for the pay- 
ments therein covenanted and agreed to be made by the other parties; that the 
survivors should pay therefor the sum of $12,000 in the following installments: 
$1,000 thereof within three months, with 6 per cent. interest from the date of death 
of deceased, and thereafter $500 semi-annually with 6 per cent. interest until the 
whole $12,000 should be paid. The contract then provided that pending the pay- 
ment for the stock “all dividends that may be declared by the corporation and 
earned by virtue of the ownership of the certificate of stock’’ should be divided 
between the personal representative of the deceased and the survivors in the pro- 
portion “that their respective interests in the certificate in question bear to each other, 
the interest so to be determined by crediting the survivors with the amount paid 
thereon and the personal representative of the decedent with the amount still due 
and owing.”’ In a complaint filed by the administrator of a deceased stockholder 
it was alleged that the directors had refused to declare dividends in accordance with 
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a scheme to withhold the earnings of the company until plaintiff’s stock should be 
paid for. The complaint states a cause of action. “If it be necessary to compel the 
defendants as directors to declare dividends in order to prevent them from abusing 
their power to the injury of the plaintiff, we think this court has power to make 
such a judgment.” Kassel v. Empire Tinware Co., 164 N. Y. Supp. 1033. 


PROOF OF CORPORATE TRANSACTIONS. Judge Hendrick says: “I 
am inclined to the opinion that, if minutes of a corporate meeting were written out, 
they may be proved by any witness who can testify to their correctness, whether 
or not he was a secretary de jure, and that, if no minutes were preserved, then the 
transactions may be proved by any one who was present and can recall them, either 
from memory or by the aid of notes taken by him at the time.’”” Edward Davis, 
Inc., v. Adler, 164 N. Y. Supp. 65. 


OKLAHOMA. 


AUTHORITY OF PRESIDENT. “Generally speaking, the president of a 
corporation has no power to buy, sell, or contract for a corporation, nor to control 
its property, funds, or management. Of course, the board of directors may expressly 
authorize the president to contract; or his authority to contract may arise from 
his having assumed and exercised that power in the past; or the corporation may 


ratify his contract, or accept the benefits of it and thereby. be bound. But the 
general rule is that the president cannot act or contract for the corporation any 


more than any other one director.” Quaker Oil & Gas Co. v. Jane Oil & Gas Co., 
164 Pac. 671. . 


PENNSYLVANIA. 


AUTHORITY OF SECRETARY. A corporation, the by-laws of which empower 
its directors to appoint agents and servants and direct that the President shall 
have general control and management of the business and affairs of the corporation, 
is not bound by a contract of employment made by its Secretary where it appears 
that the action of the Secretary was not confirmed by the directors or the President. 
McAllister vs. Pittsburgh Warehouse Company. 65 Superior Court 522. 


ONE WHO PROCURES A TRANSFER OF SHARES OF STOCK BY 
MEANS OF A FORGED SIGNATURE is liable to the corporation for any loss 
it may sustain thereby, notwithstanding that the person procuring such trans- 
fer may have acted in entire good faith and without knowledge of the forgery. 
Lake Superior Corporation v. Rebre, 65 Superior Court 379. 


VERMONT. 


AUTHORITY OF GENERAL MANAGER. The general manager, who is 
also its president, has no implied authority to contract to enlarge the plant of an 
electric power corporation. Roben v. Ryegate Light & Power Co., 100 Atl. 768. 
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A TRANSFER OF STOCK BY AN ADMINISTRATOR to himself personally 
is voidable, and not void. A bona fide purchaser without notice is not liable in 
trover for its value. The Court does not discuss what, if any, right there may be 
to have the transfer set aside. Noyes v. Woodruff, 100 Atl. 759. 


WASHINGTON. 


FEATURES OF THE WASHINGTON CORPORATION LAWS. The fees 
for organization and for annual license are relatively low; incorporators may be two 
or more and need not be residents; the number of directors may be two; directors’ 
meetings may be held outside of the state; Washington corporations may borrow 
money without limit as to amount; may hold stock in other corporations and may 
issue stock for property received or labor done. On the other hand the whole 
amount of capital stock must be subscribed before commencing business; stock- 
holders’ meetings must be held within the state and at least one director must be 
a resident of Washington. 


COST OF ORGANIZATION IS AS FOLLOWS: 


Fees to Secretary of-State: 
Filing and recording articles of incorporation 
If the articles exceed twenty folios in length there 
is a charge of 15c. per folio for the excess. 
Certified copy 
If the articles exceed twenty folios in length 15c. 
per folio is charged for the excess. 
Annual license tax 
Fees to County Auditor: 
Filing articles of incorporation 
Duplicate stock ledger (required by law) 


TAXATION. The annual license tax irrespective of the amount of capital 
is $15. 


PROCEDURE FOR INCORPORATION. Two or more persons subscribe 
and acknowledge articles of incorporation in triplicate. One copy is filed in the 
office of the Secretary of State, another copy is filed in the office of the County 
Auditor in the County in which the principal place of business of the corporation is 
intended to be located and the third is retained by the corporation. These articles 
contain the name, objects, amount of capital stock, period of existence (not to 
exceed fifty years), number of shares, number of trustees and their names who 
shall manage the company for such length of time not less than two or more than 
six months, as may be designated, and the name of the city, town or locality and 
county in which the principal place of business of the company is to be located. 
Upon recording the articles in the Secretary of State’s office, a certificate of incor- 
poration is issued. 
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After the articles of incorporation are filed, the first meeting of the trustees is 
called by notice signed by one or more of the trustees. Within thirty days after 
the certificate of incorporation is filed with the County Auditor the corporation 
must file with such county auditor a statement sworn to by its president and attested 
by its secretary, and sealed with its corporate seal, containing a list of all of its 
officers and their respective titles of office, names and addresses and the term of 
office for which they have been chosen. ~ 

A certificate that such corporation is authorized to transact business in the 
state is then issued. 


WHAT THE CORPORATION TRUST COMPANY DOES to assist attor- 
neys in the incorporation and subsequent statutory maintenance of a Washington 
corporation is briefly as follows: 

At the time of incorporation it ascertains, upon request, if the name can be used, 
and furnishes the attorney with a complete set of forms for reference, copies of 
articles of association which have been approved, files and records the charter and 
assists the attorney in every way possible in the organization. 

It will draft and submit the articles of incorporation, by-laws and incorporators’ 
minutes and upon approval by the attorney will furnish complete facilities for 
incorporation, attend to the filing of the papers, the holding of the necessary meetings 
and return the records completed in minute book form. 

Attorneys wishing to keep complete control and supervision over the organiza- 
tion of Washington corporations have found it extremely convenient and expedient 
to use the local office of The Corporation Trust Company and the services of its repre- 
sentative-in Washington. 

Subsequent to incorporation The Corporation Trust Company furnishes a 
statutory office and agent in the state upon whom service of process may be had, 
acts as custodian of stock record books, furnishes rooms for holding stockholders’ 
meetings or holds same by proxy, gives timely notice for filing state reports and 
tax returns, and keeps counsel informed of changes in statutes affecting the cor- 
porate status. 

For foreign corporations entering Washington, The Corporation Trust Company 
drafts for approval and submits to attorneys all documents necessary to secure 
authority to do business in the State. It files the necessary papers and supplies 
the agent for service of process. After qualification it continues to supply the 
agent for service of process, notifies the attorney of all State reports and taxes to be 
paid, and forwards blanks for reports and tax assessments. A statement containing 
the statutory requirements for admission of foreign corporations to do business in 
Washington will be sent upon request and without charge. 

An estimate of charges can be secured at our nearest office. 


INDIVIDUAL LIABILITY OF DIRECTORS. Directors are not personally 
liable for a fraud committed by the president and general manager in which they 
did not participate and of which they had no knowledge. Northern Codfish Co. v. 
Stiberg, 164 Pac. 750. 
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WEST VIRGINIA. 


DUTY OF DIRECTOR UPON PURCHASE OF STOCK. “In our opinion,” 
says the Supreme Court of Appeals, ‘‘and according to the great weight of authority, 
the true conception of the relationship of director to stockholder of a corporation is 
that, while he is not his agent, trustee, or representative respecting his individual 
shares in the corporation, and having no possession of the certificates or scrip 
representing the stock, nor right or authority as such to deal in, sell or otherwise 
dispose of the same, and is not any more than a third person precluded from buying 
or otherwise dealing with the stockholder in reference thereto, he nevertheless does 
sustain such fiduciary relationship to the stockholder as to impose upon him the 
utmost good faith respecting such dealings, and when called upon, to advise him 
in relation thereto, and as to the value thereof, and as to the condition of the property 
and affairs of the corporation. He is bound at his peril to withhold no fact known 
to him and unknown to the stockholder affecting the value of the stock.” Poole 
v. Camden, 92 S. E. 454. 


WISCONSIN. 


ISSUANCE OF BONDS FOR LESS THAN SEVENTY-FIVE PER CENT. 
OF THEIR PAR VALUE is forbidden by sec. 1753, Statutes, 1915. A pledge of 


bonds to a bank in an amount in face value equal to the amount of the loan raises 
an implication of an agreement that if sold the bonds will be accounted for at not 
less than seventy-five per cent. of their face value. An express agreement to that 
effect is not necessary in order to make the bonds valid. In re Valecia Condensed 
Milk Co., 240 Fed. 338. 


FOREIGN CORPORATIONS. 


KENTUCKY 


DOING BUSINESS. Investing in timber and mineral lands in the state without 
attempting to develop them is “doing business” so as to subject the corporation 
to a license tax. Greene v. Kentenia Corp., 194 S. W. 820. 


NEW YORK. 


LOSS OF RIGHT TO PROTECTION OF NAME BY. FAILURE TO 
QUALIFY. A foreign corporation doing business within the state without a 
certificate is not entitled to the use of its corporate name within the state as against 
a subsequently incorporated domestic corporation having a similar name, adopted 
without knowledge that it was the name of a foreign corporation. Injunction is 
granted against the further use of its name by the foreign corporation. Mutual 
Export & Import Corp. v. Mutual Export & Import Corp. of America, 241 Fed. 137. 


DEFENSE BASED ON FAILURE TO QUALIFY MAY BE WAIVED. The 
Barney & Smith Car Company is an unlicensed foreign corporation and the E. W. 
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Bliss Company is a licensed foreign corporation doing business in New York. The 
Car Company sued the Bliss Company and then moved to discontinue the suit on 
payment of costs, stating that it was apprehensive that the defendant would ask 
for a dismissal because the plaintiff had not qualified as a foreign corporation. The 
defendant had filed a counter claim for an amount greatly in excess of the sum sued for 
and stated it did not care to avail itself of a defense which would result in the court 
losing jurisdiction over the plaintiff .The defendant has a rigfit to waive the failure 
of plaintiff to qualify. Plaintiff's motion to discontinue the action is denied. Barney 
& Smith Car Co v. E. W. Bliss Co., 164 N. Y. Supp. 800. 


SOUTH DAKOTA. 


QUALIFICATION REQUIREMENTS AMENDED. The 1917 Legislature 
has changed the method of qualification by adding the requirement of filing all 
amendments to the charter or articles of association; and a statement containing 
the name of the corporation, the location of principal office outside of and in the state, 
the names and addresses of the officers and agent in the state, amount of capital 
stock paid in money, praperty or services, nature of business to be transacted in 
South Dakota, proportion of capital represented, located or to be acquired therein 
and appointing the Secretary of State as process agent, and when the corporation 
was authorized to do business in the state. An anti-trust affidavit must also be 


filed. The entrance fees are increased to twenty-five dollars and one dollar for every 
one thousand dollars of the capital stock exceeding twenty-five thousand dollars 
employed or to be employed in the state. All amendments to the articles of asso- 
ciation made subsequent to filing must be certified and filed in the same manner 
as the original papers. Foreign corporations are required annually during the 
month of January to file a report with the Secretarv of State. The new law went 
into effect June 1, 1917. (Chapter 172, Laws of 1917.) 


VERMONT. 


QUALIFICATION REQUIREMENTS AMENDED. Changes in the word- 
ing of the statutes relating to the admission of foreign corporations are made on 
account of the designation of the Secretary of State alone as Commissioner of Foreign 
Corporations in place of the former designation of the Secretary of State and the 
Commissioner of State Taxes as Commissioners of Foreign Corporations. Among 
other changes there is a new requirement that the appointment of the Secretary 
of State as process agent “shall designate some officer or person to whom the Secre- 
tary of State shall forward a copy of the process or notice.”” (Chap. 144, Laws of 
1917.) 


TAXATION. 
CALIFORNIA. 


ANNUAL FRANCHISE TAX. The United States Supreme Court has upheld 
the annual franchise tax measured by the entire authorized capital of a foreign 
corporation doing an intra-state business in California. The judgment of the 
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Supreme Court of California is affirmed upon the authority of Kansas City, etc., 
Railway Co. v. Kansas, 240 U. S. 227, reported in 2 Corporation Journal, 132. 
Albert Pick & Co. v. Jordan, Secretary of State (No. 184 Oct. Term, 1916.) 


AN INHERITANCE TAX ON SHARES OF A CALIFORNIA CORPORA- 
TION, owned by a non-resident, is imposed by Statutes 1905, p. 341, regardless of 
the place where the certificates may be kept. McDongold.v. Lilienthal, 164 Pac. 
387. 


DELAWARE. 


ANNUAL FRANCHISE TAXES should be paid on or before July 1 in order 
to'escape the imposition of interest at the rate of one per centum for each month 
until paid. Tax bills, sheets for use in auditing the tax and letters of instruction 
have been forwarded by our Delaware office to corporations represented by us in 
that state. 


KENTUCKY. 


INCREASE IN ANNUAL LICENSE TAXES to fifty cents on each one thousand 
dollars of that part of the authorized capital stoch represented by property owned 
and business transacted in Kentucky, is effected by Chap. 7, Laws of 1917. The 
former rate was thirty cents per thousand dollars. 


FRANCHISE TAX ON DOMESTIC AND FOREIGN CORPORATIONS. 
Sections 4189a-4189d, Kentucky Statutes, which imposes an annual license tax 
of thirty cents on each one thousand dollars or part thereof of the authorized capital 
stock of domestic and foreign corporations represented by property owned in the 
state, provided that corporations may pay at said rate on their entire authorized 
capital, is constitutional. This tax may be imposed upon a foreign corporation 
which merely owns but which does not operate timber and mineral lands in the state. 
Greene v. Kentenia Corp., 194 S. W. 820. 


MASSACHUSETTS. 


INTANGIBLE PROPERTY LOCATED OUTSIDE OF THE STATE and 
owned by a Massachusetts corporation is subject to tax in Massachusetts although 
taxes thereon have also been paid in the other state. Simplex Heating Co. v 
Commonwealth (not yet officially reported). 


NEW YORK. 


TAX ON INCOME OF MANUFACTURING AND MERCANTILE COR- 
PORATIONS. Chap. 726, Laws of 1917 imposes a tax of 3% on the income of 
manufacturing and mercantile corporations. Under authority conferred by the 
act, the Tax Commission has extended the time for filing the first report to on or 
before July 31, 1917. We have prepared a pamphlet containing the text of this 
law. Copies may be obtained without charge from our nearest office. 
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OKLAHOMA. 


FOREIGN CORPORATIONS. Section 3253, Revised Law s, has been amended 
so as to conform the law to the prior practice of Oklahoma officials in basing the 
entrance fees of foreign corporations upon the capital invested in the state. A new 
requirement provides for filing an affidavit with the Secretary of State between the 
first day of July and the first day of August, each year, shewing the maximum 
amount of capital invested in the state subsequent to issuance to it of a license 
to do business in the state and the amount of capital previously paid upon. If the 
amount so shown exceeds the amount formerly paid upon, then the corporation 
must pay to the Secretary of State an additional fee equal to one-tenth of one per 
cent. of the excess. 


PENNSYLVANIA. 


BONUS TAX. REDUCTION OF PARVALUE. ISSUE OF NEW SHARES. 
A corporation originally incorporated with an authorized capital of Four Hundred 
Thousand Dollars upon which it has paid its bonus tax. Subsequently, to make 
good an impairment of its capital, it reduced the par value of its shares from One 
Hundred Dollars to Twenty-five Dollars per share and then issued Three Hundred 


Thousand Dollars’ worth of new stock (the amount necessary to restore its capital 
to Four Hundred Thousand Dollars, the original capitalization). Under these 
circumstances it was found that there was no additional bonus due the Common- 
wealth. Re Franklin Fire Insurance Company, 20 Dauphin County Reporter, 111. 


BONUS TAX—FOREIGN CORPORATIONS. A foreign corporation doing 
business in Pennsylvania is liable for a bonus tax (under the Act of May 8, 1901, 
P. L. 150) upon the value of its assets and property employed in the State regardless 
of the amount of capital actually invested in such assets and property. 

In Commonwealth v. The Hoover & Smith Company (reported in 4 Pa. Cor- 
poration Reporter, page 630) it was held that indebtedness of the company cannot 
be deducted from the value of the property reported to be employed in the State. 
It was also held in this case that the State accounting officers might determine the 
value of the property employed in the State, for the purpose of determining the 
bonus tax, from the capital stock report, if the bonus report’ of the corporation 
does not specify these items. 

A like conclusion was reached in Commonwealth v. Williamsport Rail Com- 
pany (20 Dauphin County Reporter page 83) as to assessing the bonus tax upon 
the value of property employed in the State without deductions for indebtedness. 


A FOREIGN CORPORATION HAVING CAPITAL INVESTED in the State 
of Pennsylvania is liable to taxation upon its capital stock even though the cor- 
poration is not doing business in the State. 

In Commonwealth of Pennsylvania v. Andrews and Hitchcock Iron Company, 
20 Dauphin County Reporter, pg. 143, the defendant corporation invested a portion 
of its capital stock in acreage of coal and surface rights in the State. It conducted 
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its business out of the State and did not maintain an office or registered agent in 
the State and concededly was not doing business here. 

The Court held that the employment of capital in the State which the statute 
makes taxable contemplates not only the employment or use of the property owned 
but extends to the investment or use of the capital in acquiring the property. 


TENNESSEE. 


INTERSTATE COMMERCE. An Indiana corporation had an oil refinery 
in Illinois and a steel barrel factory in Indiana. For the purpose of filling orders 
taken by travelling salesmen, it shipped into Tennessee from its refinery a tank car 
of oil and from its factory a car of steel barrels. Orders were filled directly from 
the cars by a travelling agent and the purchase price was collected at the time. 
This constituted interstate commerce and a privilege tax imposed thereon is repug- 
nant to the Constitution and void. Western Oil Refining Co. v. Lipscomb (U. S. 
Supreme Court, No. 168, Oct. Term, 1916.) 


WEST VIRGINIA. 


ADDITIONAL TAXES FOR PERIOD OF THE WAR. The annual special 
excise tax of one-half of one per centum upon the entire net income received by 
domestic and foreign corporations on business transacted and capital invested in 
West Virginia has been increased by an additional one-fourth of one per centum 
to be levied for a period not longer than the “end of the fiscal year after termina- 
tion of the war now existing between the United States and the Imperial German 
Government.” (House Bill No. 4, Second Extraordinary Session, 1917, approved 
by the Governor, May 28, 1917.) 


NEW LAWS. 


AN IMPORTANT ADVANTAGE of employing The Corporation Trust Com- 
pany’s system of registration is the notification furnished of statutory changes. 
affecting the corporate status and state taxation of the domestic or foreign cor- 
poration represented. There have been a large number of such laws this year. 
Some of them are from time to time briefly mentioned in the Corporation Journal. 
The full notification of these furnished as a part of our service enables our clients. 
to effect the prompt compliance often necessary in order to avoid severe penalties. 


INCOME TAX. 


For preceding reference see 3 Corporation Journal, page 29. 

A letter from a Deputy Commissioner relates to the computation of income tax 
on payments received on contract to sell real estate on the installment plan in cases 
where title is not transferred until payment is made. (p. 381.) 
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A decision of the United States Supreme Court on reserves deductible by in- 
surance companies is printed in full. (pp. 383-385.) 

A decision of the United States District Court for the Southern District of New 
York relates to the taxability, under the’ Act of Oct. 3, 1913, of stock dividends 
declared from profits acquired prior to Jan. 1, 1913, and of stock dividends in general. 
(p. 386.) 

A Treasury decision holds that expenditures incident to incorporation are not 
deductible by a corporation as expenses “in the maintenance and operation of 
its business.” (p. 391.) 

(NOTE.—The page references are to our Income Tax Service, 1917, in which 
these rulings are printed in full. Some of these rulings are formal treasury decisions; 
others are contained in letters answering specific questions.) 


FEDERAL ESTATE TAX. 
RULINGS AND REGULATIONS. 


For preceding reference see 3 Corporation J ournal, page 29. 
Regulations No. 37 have been completely revised and extended in scope and 


contents. (pp. 51-64.) 
Computation of the 5% discount to be allowed on the estate tax when paid 
before one year after the death of decedent, with tables, is published at page 65. 
(NOTE.—The page references are to our War Tax Service, where these rulings 
and regulations are reported in full.) 


MUNITION MANUFACTURER’S TAX. 


No rulings or regulations have been issued since our last report. See 2 Cor- 
poration Journal, page 333. 


CAPITAL STOCK TAX. 
RULINGS AND REGULATIONS. 


For preceding references see 3 Corporation Journal, page 14. 

A treasury decision holds that subsidiary companies may compute the fair 
value of their total capital stock by apportionment of the fair value of the total 
capital stock of the parent corporation among the subsidiaries in proportion to the 
earnings derived by the parent corporation from each subsidiary during the preceding 
year. The form recommended is also set forth in this decision. (p. 657.) 

New forms for capital stock tax returns for July, 1917 have been provided. (p. 
621—p. 625.) 

(NOTE.—The page references are to our War Tax Service where these rulings are 
printed in full.) 
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EXCESS PROFITS TAX. 


No rulings or regulations have been issued since our last report. See 2 Cor- 
poration Journal, page 334. 


FEDERAL RESERVE. 
RULINGS AND REGULATIONS. 


For preceding reference to rulings see 3 Corporation Journal, page 30. 

Informal rulings of the Board have been issued on paper secured by warehouse 
receipts (p. 448), on investment by national banks in bonds secured by real estate 
(p. 449), on surrender of stock by a liquidated bank (p. 449), on direct discount of 
farmers’ paper by Federal reserve bank (p. 449), on endorsement on a certain bill 
of exchange not rendering it non-negotiable (p. 450) and on treasury certificates 
and bonds as security for collateral loans to member banks (p. 450). 

The Law Department has published opinions on reserves against government 
deposits in designated depositaries (p. 451), on rediscount of eligible paper secured 
by real estate mortgage (p. 452), and on notes and bills drawn for the purpose of 
dealing or trading in Government obligations (p. 452). 

A plan for issue of Federal Reserve drafts (p. 453) and views of the Board on 
the rediscount of notes secured by Liberty Loan bonds and treasury certificates 
of indebtedness (p. 453) are the subjects of miscellaneous rulings. 

The Act has been amended in several important particulars, especially as to 
provisions for the admission of State banks and trust companies to the system. 
(p. 455.) ; 

The decision of the United States Supreme Court in First National Bank of. 
Bay City v. Grant Fellows, upholding the grant of fiduciary powers to National 
banks is printed in full (pp. 477-483). 

(NOTE.—The page references are to our new Federal Reserve Act Service, 
which reports all rulings and regulations of the Federal Reserve Board.) 


TRADE COMMISSION. 
RULINGS AND REGULATIONS. 


For preceding references to rulings see 3 Corporation Journal, page 31. 

The rules of practice before the Commission as amended are published. (pp. 
107-111.) 

The findings as to the facts, the conclusions of law (pp. 112-116), the order 
to cease and desist (p. 117) and a resolution calling for a special report (p. 118) in the 
A. B. Dick Company case are set forth in full. 

A list of new complaints (11-14 inclusive) issued by the Federal Trade Com- 
mission, showing a summary of each cause and the date of hearing thereon, has been 
published. (Supplementary page 4.) 

(NOTE.—The page references are to our Federal Trade Commission Service 
which reports the rulings, regulations and opinions of the Federal Trade Commission.) 


THE CORPORATION JOURNAL should be kept in a binder for convenient 
reference. We furnish a substantial binder for $1.50.; 
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FACTORS TO BE CONSIDERED IN SELECTING A STATE 
IN WHICH TO INCORPORATE. 


to 
. 


Amount of initial fees and expenses. 
Amount of annual franchise taxes. 
Limitations upon name that can be used. 
Limitations upon purposes. 

Limitations upon stock and its classification. 
Limitations upon bond issues. 

Limitations upon powers to amend charter. 


Right to issue stock for property and services. 
Valuation of property paid for in stock. 
Extent of stockholders’ liability. 

Powers of directors. 


re rr PP a 


—_—_ — ee 
vr Ss 


Inspection of stock books and books of account. 

13. Number and value of judicial precedents construing 
the law and giving it stability. 

14. Inheritance taxes on corporate stock. 

15. General reputation of State as reflected by the number 
and kind of corporations there located. 

16. Stability of laws of a particular State due to number 
and importance of corporations operating under its charters 
and interested in maintaining the status quo. 


The nearest office of The Corporation Trust Company will 
assist attorneys by furnishing from its records, data and 


precedents needed to answer the above questions and any 


others incident to the organization and maintenance of corpora- 
tions in any state or territory of the United States, in Canada 
and in England. 





rae a eS 


